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MEMORANDUM 


NATIONAL SECURITY COUNCIL 


See-RST /SENSITIVE 


T ACTION 



MEMORANDUM FOR: 
FROM: 

SUBJECT: 


April 9, 1975 


GENERAL SCOWCROFT 



Pan Am Flights to Saigon 




r 


We have been advised (as usual at the last moment) that Pan Am 
will have to stop flying to Saigon at midnight tomorrow night. 

A letter from Pan Am Chairman Seawell to the President is at Tab A. 

Phil Habib has been talking to Mort Abramowitz at DOD about this. 

The crucial question, as usual, is money. i 

r 

i. 

Pan Am's insurance costs have jumped to $12, 500 for a single 707 
flight and $62, 500 for a single 747 flight into Saigon. It obviously 
cannot afford this. Everybody appears to agree that the best solution 
is for DOD to promise to indemnify Pan Am, but DOD is reluctant 
to commit itself because it might be very expensive if an aircraft 
was lost. 

As you know, however, Secretary Schlesinger is very anxious to 
have the flights continue. 

What Phil Habib has been telling DOD is that nobody but they have 
this kind of money, and that -- in any case -- they could get funds 
from Congress under a special supplemental bill if they do suffer a 
heavy loss. 

Phil believes, and I concur, that a call from you to Wickham may be 
necessary on this. The points to make with Wickham would be: 

-- That this will help in evacuation and will therefore relieve 
DOD assets and later possible DOD burdens. 
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-- That the stoppage of Pan Am flights would contribute to the kind 
of panic that we all want to avoid, and that might compel an increase 
in military flights to get our own people out. 

-- That Paul Am represents the best way to cut down our obligations 
to evacuate endangered civilians. 

-- That Congress would, we should think, be prepared to finance 
such an effort in the light of its general desire to promote evacuation 
and the departure of refugees, in case there is a major loss. 


RECOMMENDATION: 

That you call General Wickham and make the above points. 
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The President of The United 

States of America 
The White House 
Washington, D. C. 20500 

Mr. President: 

We are, of course, anxious to cooperate in the movement of refugees, 
orphans and American personnel from Vietnam under a program which we 
understand is being developed by the U. S. Government, and to endeavor to 
continue our scheduled and charter services to Vietnam. However, there 
are problems which we have not been able to solve through our own efforts. 

We have been advised by our insurance underwriters that they are 
terminating, effective 12:01 AM EST on April 11, 1975, our third party 
liability War Risk coverage with respect to operations to, from and over 
Vietnam, Cambodia and Laos. We are seeking to reinstate this coverage 
but have not been successful to date. Under the terms of our existing 
indenture and mortgage with our creditors, we cannot operate any aircraft 
into any recognized area of hostilities unless fully covered by war risk 
insurance or a United States Government contractural indemnity. Further, 
the premiums on our aircraft covered under our War Risk hull insurance 
have been quoted at 25£ per $100 of aircraft insured value per trip on any 
additional flights into Vietnam and this coverage is subject to revised rating 
or cancellation at any time. This amounts to a premium of approximately 
$12, 500 for a 707 aircraft, and $62, 500 for a 747 aircraft, per trip. 

We have sought coverage under Title XIH of the Federal Aviation Act, 
but have found, however, that such coverage is restricted and does not cover 
all the risks which are insured by our commercial insurance program such as: 

a. Riots and civil commotion 

b. Sabotage and malicious acts or other acts intended to 
cause loss or damage 

c * Hijacking, any unlawful seizure, diversion or exercise 
of control of the aircraft 

d. The detonation of an explosive 

e* The exercise of military power by a foreign government 
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Therefore, due to lack of insurance coverage and prohibitive costs, 
if Pan Am is to participate in such a program we must secure compensation 
for additional costs for insurance over the costs in effect prior to March 31, 
1975 or a fully enforceable indemnity and hold harmless agreement by the 
U. S. Government applicable to all aircraft hulls, third party and crew 
liability involved in such operation. Such indemnity and hold harmless 
provisions are described in our wire dated April 4, 1975 to the Military 
Airlift Command, a copy of which is enclosed herewith. If such coverage 
cannot be obtained by 1 Z : 0 1 AM EST on April 11, 1975, the time of termination 
of our war risk liability insurance as referred to above, we will not only be 
denied the opportunity to expand our operations to and from Vietnam but will 
be forced to suspend all scheduled and charter service to Vietnam. 

We would appreciate your good offices in developing such a United 
States Government indemnification program. 


Respectfully yours, 
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ATTENTION: ARTHUR W. PURKEL, AIRFORCE CONTRA CTIMG 

0PFICZ3 

RE YR TEL APRIL 3 , 1975 CONCERNING INDEMNIFICATION AND INSURANCE PROVISION’S M 
TO BE APPLICABLE TO' MAC CONTRACT CARRIERS* PARTICIPATION IN VIETNAM EVACUATE? 
PROGRAM CMA IN VIEW OF- TOTAL INABILITY TO PROCURE LIABILITY INSURANCE CMA 
RESTRICTED COVERAGE UNDER TITLE XIII INSURANCE AND EXCESSIVE COSTS FOR 
COMMERCIAL HULL AND WAR . RISK INSURANCE CMA PAN AM MUST INSIST UPON OBTAINIM 
AN INDEMNITY ALONG THE FOLLOWING LINUS AND FULLY ENFORCEABLE EEFORE WE CAN | ; | 
CONSIDER PARTICIPATION IN SUCH PROGRAM COLO'! QTE THE GOVERNMENT HEREBY 
INDEMNIFIES THE CONTRACTOR AGAINST AND SHALL HOLD IT HARMLESS FROM 
ONE/ AMY TOTAL LOSS. PARZN WHICH SHALL INCLUDE DAMAGE RENDERING REPAIR 
IMPRACTICAL OR UNECONOMICAL PAREN OF ANY AIRCRAFT OF THE CONTRACTOR ENCAGED I 
IN OPERATION TO OR FROM VIETNAM CMA INCLUDING ANY PERIOD WHEN SUCH AIRCRAFT 
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MAY BE ON THE GROUND IN VIETNAM CMA IN AN AMOUNT EQUAL TO THAT FOR WHIC-’ rr ET!* ; 

‘ If 

CONTRACTOR OTHERWISE INSURES SUCH AIRCRAFT WHILE NOT ENGAGED IN SUCH CPERAtJ i 

I i 

CMA AND FOR DAMAGE TO SUCH AIRCRAFT NOT AMOUNTING TO TOTAL LOSS THEREOF IN I : 


AN AMOUNT EQUAL TO THE COST TO THE CONTRACTOR OF REPAIRING SUCH DAMAGE AND 
RESTORING SUCH AIRCRAFT TO AIRWORTHY ‘CONDITION CMA BUT NOT MORE THAN THE 
AMOUNT WHICH WOULD BE APPLICABLE TO TOTAL LOSS THEREOF CMA AND 

TWO/ ALL LOSSES OR DESTRUCTION OF OR DAMAGE TO ANY OF THE CONTRACTORS 

I 

PROPERTY PARZN OTHER THAN AIRCRAFT PAREN CMA USED IN THE PERFORMANCE C? ' 

SERVICES REFERRED TO IN ONE^AEOVE CMA AND ALL LOSSES AND EXPENSES PARE.'! IHC'J 
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HEADQUARTERS 

MILITARY AIRLIFT COMMAND 

SCOTT AIR FORCE BASE, ILLINOIS 



LEGAL FEES AND EXPENSES PAREN -INCURRED BY THE CONTRACTOR IN THE DEFENSE 

OR DISCHARGE OF CLAIMS OF OTHERS RESPECTING PROPERTY OR RESPECTING DEATH 

» * * . * , 

CMA DISEASE CMA DISABILITY CMA INJURY CMA OR IMPAIRMENTS OF RIGHTS OF 
PERSONS CMA INCLUDING EMPLOYEES OF THE CONTRACTOR CMA ARISING OUT OF CR I 
ANY MANNER CONNECTED WITH THE OPERATION OF ANY AIRCRAFT IN THE PERFORMANCE : 

0 

OF SERVICES REFERRED TO IN ONE AEOVE ST? THE INDEMNITIES PROVIDED FOR A" ‘I 

:S AFPLICAELE WHETHER OR NOT THE LOSS IS CAi.c_^ 
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IN THIS PARAGRAPH SHALL 
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BY ANY ACT OF NEGLIGENCE ON THE PART OF THE CONTRACTOR CMA ITS OFFICE! 
CMA AGENTS OR EMPLOYEES IN COIUIECTION WITH SUCH OPERATION OF SUCH A IRCRA 


END 



PAN AMERICAN 'WORLD AIRWAYS, INC. 


JAMES J. RIC! 

STAFF VICE PEES ID_.. j. 
MILITARY .TRAFFIC 
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